
and justifications of the actuarial assumptions, and the assumptions unique to

postretirement health care benefits.
32

SFAS-l 06 requires the use of explicit assumptions, each of which individually

represents the best estimate regarding a particular future event. The probability of

payment is taken into account in assumptions about turnover, dependency status and

mortality. Generally. assumptions are made that are expected to hold true over a long

period of time. The possibility of a future downsizing, as a one-time or short term event,

is not an assumption that should impact the calculation of the expected benefit obligation.

General attrition is taken into account in assumptions about turnover. The NTCs have

generally implemented their downsizing efforts via retirement incentives, not having

material impact on the probability that employees will leave the business prior to

becoming eligible to receive their postemployrnent benefits.

In December 1993. NYT accrued SFAS-l 06 curtailment charges pertaining to

restructuring and planned downsizing of$53.2 million for management employees and

$217.3 million for nonmanagement employees For NET, these figures were $43.1

million and $150.8 million, respectively. For FCC reporting purposes, these charges

were reflected in Account 7370, Special Charges for NYT and Account 7360.99, Other

Nonoperating Income for NET, in accordance with RAO 24. As employees left the

payroll during 1994 (and will continue in 1995 and 1996), a portion of the amount

recorded in Accounts 7370 and 7360.99 is reversed. and the actual SFAS-l 06 amount is

recorded as operating expense in Account 6728. Other General and Administrative

Expense. Total SFAS-l 06 charges recognized as operating expense in 1994 for NYT

32
Meaningful comparisons cannot be drawn between SFAS-112 costs and SFAS-I 06 costs because of
the very different types of benefits involved. However,.~ Appendix H.2 for SFAS-112 costs and the
associated valuation methods.
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were $63.9 million for management employees and S166.7 million for nonmanagement

employees. For NET. these figures were $41.8 million and $43.0 million, respectively.

Amounts reversed from Account 7370 during 1994 for NYT were $38.2 million for

management employees and $36.2 million for nonmanagement employees. Amounts

reversed from Account 7360.99 during 1994 for NET were $25.9 million for management

employees and $11.3 million for nonmanagement employees. The difference between

the amounts actually incurred and the related amounts previously accrued (and now

reversed) is primarily due to the offering of a special retirement incentive which added

six years to age and six years to service for detennining benefit eligibility, enabling

greater number of employees to retire and leave the business with full postemployment

benefits.

DesiKoatjon Order 11" 28:

Regarding the issue of any double-counting~ response to DesilWation Order

~ 24, including Appendix H.l.

DesiKnation Order 11 29:

For NYT, average total compensation per employee is $75,373 for management

employees and $60.454 for nonmanagement employees. For NET, these figures are

$62,592 and $53,188, respectively. Of these amounts for NYT, OPEBs represent 19.2%

of total compensation costs for management employees and 11.7% for nonmanagement

employees. The respective figures for NET are 15.3% and 12.9%. Total compensation

includes wages, salaries, special payments (overtime, team awards, etc.), and benefits

(including medical, dental, company savings plan contributions, disability, pensions and

OPEBs). These amounts were derived by dividing 1994 annual costs by the average

monthly force during 1994.
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Designation Order ~ 30:

The basic premise inDesi~nation Order ~ 30 that OPEB accruals may never be

paid is not applicable on a going-concern basis That is, as long as a LEC continues to

exist, accrued OPEB benefits will be paid. The only time such benefits will not be paid is

if the benefit plan is terminated (settled) or curtailed. For LECs this seems highly

unlikely, as such action would have to be negotiated with the unions and would be

otherwise disruptive and problematical. Furthermore, depending on the terms of the

settlement or curtailment, the transaction could result in a possible loss as well as a

possible gain. Over time. recovery of retiree benefit costs has been less than amounts

paid to or on behalf of retirees (~ responses under Issue A herein). Also, on a going

forward basis, the Commission has promulgated a stricter test generally denying

exogenous treatment of OPEB costs absent a demonstrated impact on cash flow (~

Price Cap Review Order). Given these developments, it seems likely that LECs will not

recover more than their cash payments to retirees. and over time will recover less than

that amount.

III. CONCLUSION

NYNEX has fully justified its exogenous adjustments for additional OPEB costs

arising from implementation of SFAS-I 06. and has met the legal standard for exogenous

cost treatment as set forth in the D.C. Circuit's orEB Decision. The Bureau should
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promptly conclude this investigation by upholding and making permanent the NYNEX

OPEB tariffs under investigation herein.

Respectfully submitted,

New England Telephone and
Telegraph Company

New York Telephone Company

By:is/Campbell L. Aylin~
Campbell L. Ayling

1111 Westchester Avenue
White Plains, NY 10604
914/644-6306

Their Attorney

Dated: August 14. 1995
93-193.doc
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PAY-AS-YOU-GO POSTRETIREMENT EXPENSES

MILLIONS OF DOLLARS

Appendix A 1

NEW ENGLAND
NEW YORK

1990/1991
ACCESS FILING

53 2
114.8

1991
ACTUAL

508
J01 J

1992
ACTUAL

63 7
131.6

1993
ACTUAL

672
1420

1994
ACTUAL

754
167 1

NYNEX TELEPHONE COMPANIE 168.0 151.9 195.3 209.2 242.5
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NOTES TO FINANCIAL STATEMENTS (continued)

(see Organizational Restructuring included in Management's Discussion and
Analysis of Results of Operations). Based on historical precedent,
manage..nt anticipates future recovery of these deferred costs through the
rate-making process.

In Janulry 1992, the Co.pany announced thlt mlnlg...nt e~loyees who leave
the Company under the Force Mlnlg...nt Plan during 1992 Ind Ire at least 21
yelrs old with at lelst one yelr of service IS of Oec..oer 26, 1991 may
elect to receive their HYHEX Manag...nt Pension Plln benefit in a lump sum
distribution, or as a IOnthly Innuity beginning when they lelve the
Complny. In addition, .anag...nt employees who are not eligible for I
service pension retain the existing option of waiting until retirement age
before receiving their pension benefit.

Ouring 1990, the projected btnefit obligation increased by S8.3 .illion for
the 1989 elrly retir...nt plans for alnag...nt and no~nag ...nt employees,
of which 51.7 .illion WIS expensed Ind S6.6 .illion WIS deferred. Based on
historicil precedent, .Inlg...nt anticipltes future recovery of these
deferred costs through the rate-alking process.

Postretirement Benefits Other Than Pensions

The COMplny provides certain health clr, and lift insurance btnefits for
retired .-ployees and their f..ilies. Substantially all of the Co~any's
employees .ay becoae eligible for these benefits if they reich pension
eligibility while working for the Co.plny. Most of these btnefits are
provided through In insurlnce coaplny whose prtaiuas are funded as btnefits
are paid. Total costs of providing btnefits for retired .-ployees and their
families were 545.7, 539.6 and 533.2 .i11ion in 1991, 1990 and 1989,
respectively.

In Sept..oer 1991, under the provisions of the OInibus Budget Reconciliation
Act of 1990, a portion of excess pension assets totalling S133 .illion was
transferred frca the two HYHEX pension plans to health clre benefit accounts
established within the pension plans for reimburse..nt of retiree health
care benefits paid by HYHEX during the 1990 tax year, of which S38 .illion
represent btnefits paid by the Coapany. HYMEX then established and made
contributions to two separate Voluntary Employees' Beneficiary Association
Trusts (-VElA Trusts·), one for .anag...nt and the other for nonaanag...nt,
in aMOunts equal to the excess pension assets transferred. The VElA Trusts
were established to begin pr,funding postretirement hellth care benefits.
In Dece.oer 1991, additional excess pension assets totalling 5148 .111ion
were transferred fra. the HYMEX pension plans to health care btnefit
accounts within the pension pllns for rei.ourse..nt of retiree health care
benefits paid by HYMEX during the 1991 tax year, of which S42 .illion
repr.sent btnefits plid by the Co.pany. HYHEX also aide contributions to
the VElA Trusts in lIOunts equal to the excess pension assets transferred in
OeceMber. The trlnsfer of the excess pension assets Ind the establish..nt
of the VElA Trusts had an insignificant impact on the Cc.pany's results of
operations and financil1 position.



- 39 -

NOTES TO FINANCIAL STATEMENTS (continued)

In Oec..o.r 1990, the FASS issued Statement of Financial Accounting
Standards No. 106, ·E~loyers' Accounting for PostretireMent Senefits Other
Than Pensions- (-Stat...nt No. 106-). Adoption of this standard is required
by the Ca.pany no later than January 1, 1993. Stat...nt No. 106 will change
the current practice of accounting for nonpension retir...nt benefits from
recognizing costs as benefits are paid to accruing the expected costs of
providing these benefits during an employee's working life. Upon adoption
of Stat...nt No. 106, ca.panies will be required to recognize the liability
to current and retired employees either immediately or over a period not to
exceed 20 years.

Mlnlg...nt is currently evaluating the financial i~act of this accounting
standard. Initil' esti~ates indicate that the related annual expense,
assu.ing 20 year ~rtization, will increase by approxi.ately two to three
times above the projected 1993 expense levels, and the initial unfunded
accu~lattd postretir...nt ben.fit obligation will be in the rang. of
approxi.at.ly SO.9 billion to Sl.3 billion at adoption. Manag...nt is
unable to predict with any certainty what eff.cts the future r.gulatory
environ..nt aay have on the ulti.ate finlncial i~act of the new standard.

(D) C~n Stock

In 1991, the equity capital of the CoIpany increased S75 .11110n through an
equity invest..nt aade by NYMEI. In 1990, the equity cap1tal of the C~any

increastd S98.8 .11110n due to a S75 .11110n equity investlent ..de by NYNEX
Ind $23.8 .illion fro- the transfer of ownership of NYMEI Materiel
Enterprises Ca.plny Ind NYNEI Syst..s Marketing (New England) Company.

(E) Long-teMi Debt

Interest rates and .aturities on long-term debt outstanding at December 31,
1991 and 1990 are IS fonows:

Dtctllber 31,
1991 1990

$ 920.0 S 920.0
655.0 655.0
450.0 350.0

200.0

Dollars in Millions
Debentures: .....

Notes: ....

Capital Llises

Interest
Rat's

41 - 8 1/51
6 1/81 - 9 1/21

91

9 1/21
8 5/81

Maturitjes
1993-2005
2006-2010
2026-2031

1992
2001 100.0

5.0 7.5

Unamortized discount - ",t

Totll Long-term debt . . .

07.2) £15.1)

~ S2.117.4
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!QTES TO CONSOLIDATEP FINANCIAL STATEMENTS (Continyed)

Postretirlllnt Benefits Other Th,n Pensions

The Company provides certain health care and life insurance benefits for
retired emp10yels and their f..i1ils. Substantially all of the Company's
employees may beCOMe .ligib1e for thlse benefits if they reach pension
eligibility while working for thl Ca-pany. Most.of these benefits are .
provided through an insurance company whose pre.,u.s are fund.d as benef,ts
are paid. Total costs of providing benefits for approximately 39,000
retired employees and their f..ilils were S91.6, S68.1 Ind S80.9 million in
1991, 1990 Ind 1989, resp.ctively.

In Septe.oer 1991, under the provisions of the OInibus Budget Reconciliation
Act of 1~90, I portion of excess pension ISS.ts totaling S133 .'11ion were
transferred frQl the two NYNEX pension plans to health carl ben.fit accounts
estab1ish.d within the resp.ctive p.nsion plans. Th. funds were used for
reimbursement of r.tiree hla1th care benefits paid by MYNEX during the 1990
tax year, of which S69 .i11ion repres.nted b.nefits paid by the Company.
NYNEX then established Ind .ade contributions to two separatl Voluntary
Employees' Beneficiary Association Trusts (-VElA Trusts·), one for
manlg...nt lnd the other for non.,nag...nt, in alGunts equal to the excess
pension asslts transferrld. The VElA Trusts wire established to b.gin
prefunding postretire..nt hellth clre benefits. In Oec..o.r 1991,
additional IXCISS pension assets totaling S148 .i11ion w.re tr,nsferred from
the NYMEX pension plans to health care benefit accounts within the pension
plans. The funds were used for rei~urs...nt of retiree health care
benefits paid by NYMEX during the 1991 tax year, of which S76 .illion
represented benefits paid by thl Ca.pany. HYHEX .ade contributions to the
VEBA Trusts in a.aunts equal to the Ixcess pension ,ssets transferred in
December. The transfer of excess p.nsion asslts and the estab1ish..nt of
the VElA Trusts had an insignificant i~act on the Company's results of
operations and financil1 position.

In December 1990, the FASB issued 5tat...nt of Fin.ncia1 Accounting
Standards No. 106, -Elployers' Accounting for Postretirement Benefits Other
Th.n Pensions- (-5tat...nt No. 106-). The Comp,ny must adopt this standlrd
no later than January 1. 1993. 5tate..nt No. 106 will change the current
practice of accounting for nonp.nsion retirement benefits frOi recognizing
costs as benefits are paid to accruing the expected cost of providing these
benefits during ,n ..,loy.e's working life. Upon adoption of 5tate..nt
No. 106, companies will be required to recognize the liability to current
and retired ..,loy.es .ither i...di.t.1y or over I period not to exceed 20
years.

Management is currently evalu.tin~ the financial accounting impact of this
accounting standard. Initial est,.,tes indicate that the related annual
expense, assu.ing 20 year lIOrtization, will increase by approxi.at.ly two
to three ti..s above the projected 1993 expense levels, and the initi.l
unfunded Iccu~llted postretir...nt ben.fit obligation will be in the range
of approxi.at.1y Sl.8 billion to S2.7 billion at adoption. Manag...nt is
una~le to predict with any certainty what effects the future regulatory
env,ron..nt .,y have on the u1ti.,tl financial impact of thl new standard.
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Income taxes
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Financial/Real Estate
Financial/Real Estate operating incomedecre~ $48.7 million,
or 64.3%, in 1991, and increased $24.8 million, or 48.7%, in
1990. The 1991 decrease is due to the phase out of real estate
development work and related restructuring charges (see
Organizational Restructuring), partially offset by the in
crease in revenues from leveraged leases. NYNEX Properties
Company is being phased out pursuant to a 1991 reorganiza
tion plan. In 1990, the increase was principally due to growth
in revenues.

Other Diversified Operations
The operating loss from Other Diversified 'Operations
decreased $204.7 million, or 54.7%, in 1991, and increased
$253.1 million, or 209.3%, in 1990. The 1991 decrease is due
to the sale of the NYNEX Business Centers and the reorgani
zation of NBISC's Office Systems Division, partially offset
by restructuring charges recorded in 1991. In 1990, approxi
mately $288 million of pretax charges were recorded. (See
Organizational Restructuring.) Operating results from profes
sional services, systems and software sales were negatively
affected by market weakness in the financial and consulting
services sectors. In addition, increased expenses were incurred
for expansion in international markets and for various start
up businesses. Computer hardware and office automation
operations reduced operating losses by lowering expenses.

Other income <.xpense)·net
I......} u. __... ....'-_
_________... $_2_.4 $_8_.2

The decrease in 1991 was principally due to $71 million of
restructuring charges, primarily at NYNEX's subsidiaries
other than the telecommunications group to establish
reserves against certain investments (see Organizational
Restructuring). The allowance for funds used during con
struction decreased $14 million at the telephone subsidiaries
resulting from a lower average balance in plant under con
struction. In 1990, interest income decreued $17 million and
minority interest expense iIIcRued $13 million, partially
offset by a decrease in oIJiJrexpenaes resulting from one
time charges recorded ~lIIephonesubsidiaries in 1989
(see Organizational~.

u. ...

_________..... 5_700_.0 569_1._4

Average debt levels increased from $8.2 billion in 1990 to
$8.8 billion in 1991, due to new issuances of $400 million
at the telephone subsidiaries, $94 million in medium-term
notes at NYNEX Credit Company and $31 million at
NYNEX Capital Funding Company (see Capital Resources
and Liquidity), partially offset by a decrease in average
interest rates from 8.2% in 1990 to 8.0% in 1991. In 1990,

interest expense increased due to interest on the $450 million
in debentures issued in connection with the leveraged
employee stock ownership plan ("tESOP") (see Note G to
the Consolidated Financial Statements) and an increase in
average debt levels from $7.9 billion in 1989 to $8.2 billion
in 1990, partially offset by a decrease in average interest
rates from 8.4% in 1989 to 8.2% in 1990.

U. lIIe

__________.._$..368__._3 $_265_.9

Pretax income decreased $524.8 million in 1991, and there
was an increase in the reversal of excess accumulated deferred
taxes from previous years that had been deferred at a tax
rate higher than the 1991 statutory rate. In 1990, income taxes
increased principally due to higher pretax income and a
decrease in amortization of investment tax credits, partially
offset by an increase in the reversal of excess accumulated
deferred incom~ taxes from previous years that had been
deferred at a tax rate higher than the 1990 statutory+ and
the tax effect of the dividends on LESOP shares. A _ncilia
tion of the effective tax rate with the federal statuto~teis
contained. in Note B to the Consolidated Fmancial Stateinents.

Etr.cta of. a-plnI~ ..... Pole)'

In January 1991, Telesector Resources changed its method
of billing for procurement services provided to the NYNEX
subsidiaries and began billing them for materials and sup
plies at vendor invoice prices. All other costs related to
procurement services, including a return on investment, are
separately identified and billed to the NYNEX subsidiaries
at prices for products and services that are intended to
recover Telesector Resources' fully allocated costs, including
a return on investment. In 1991, as a result of this change, the
telephone subsidiaries experienced a $47 million increase in
operating expenses for procurement services that previously
would have been capitalized.

For New York Telephone, the billing polley change is subject
to NYSPSC approval As an interim step, New York Telephone
has petitioned the NYSPSC for permission to impute revenues
for future intrastate recovery equal to the incremental revenue
requirement impact of expensing the portion of procurement
costs that were formerly capitalized.

...........E of of ...
AcCId No. I Ioyen' Accvw.IIu..
for 0-..".. ............"
In December 1990, the Financial Accounting Standards Board
(the "FASB") issued Statement of Fmancia1 Accounting
Standards No. 106, ''Employers' Accounting for Postretirement
Benefits Other Than Pensions" ("Statement No. 106"). Adop
tion of this standard is required by NYNEX no later than
January 1, 1993. Statement No. 106 will change the current

-
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practice of accounting for nonpension retirement benefits
from recognizing costs as benefits are paid to accruing the
expected cost of providing these benefits during an employee's
working life. Upon adoption of Statement No. 106, compa
nies will be required to recognize the liability to current and
retired employees either immediately or over a period not to
exceed 20 years.

Management is currently evaluating the financial accounting
impact of this accounting standard. Initial estimates indicate
that the related annual expense, assuming 20-year amortiza
tion, will increase by approximately two to three times above
the projected 1993 expense levels, and the initial unfunded
accumulated postretirement benefit obligation will be in the
range of approximately $3.5 billion to $5.0 billion at adoption.
A substantial portion of the increase would be related to the
telephone subsidiaries, which are subject to rate regulation.
Management is unable to predict with any certainty what
effects the future regulatory environment may have on the
ultimate financial impact of the new standard.

A~ Effects of Statement of Fh-.c:W Acc:ountin&
Standards No. 109 "AccounthqJ for Income Tax.."

In February 1992, the FASB issued Statement of Fmancial
Accounting Standards No. 109, "Accounting for Income Taxes"
("Statement No. 109"), requiring implementation by NYNEX
no later than January 1, 1993. Statement No. 109 supersedes
Statement of Financial Accounting Standards No. 96, which
was adopted by NYNEX effective January 1, 1988. The effect
of Statement No. 109 on NYNEX's results of operations and
financial position has not yet been determined.

Capital Resources and Uquidlty

Cash provided by operations was $3.2, $2.9 and $3.5 billion
in 1991, 1990 and 1989, respectively. The reduction in cash
provided by operations in 1990 was partially due to payments
related to the work stoppage. Management anticipates cash
provided by operations in 1992 to continue in the range
attained in recent years.

NYNEX continued its capital expenditure program in 1991
designed to meet the expanding needs for telecommunica
tions services by upgrading and extending the existing
telecommunications network. Capital expenditures were
$2.5 billion in 1991 and are projected to remain at a com
parable level in 1992. NYNEX funded capital expenditures
primarily through cash generated from operations.

NYNEX's commercial paper borrowings are supported by
$1.6 billion of lines of credit with domestic and international
banks. During 1991, the level of commercial paper outstanding
decreased $314 million. This was primarily due to $400 million
in long-term debt issuances at the telephone subsidiaries. In
1990, NYNEX entered into interest rate swaps to protect
against exposure to interest rate volatility associated with

certain of its commercial paper borrowings through 1997.
NYNEX has also utilized interest rate instruments designed
to take advantage of decreasing short-term rates.

During 1991, New York Telephone issued $200 million of its
Forty Year 9~% Debentures due July 15,2031. New England
Telephone issued $100 million of its Ten Year~% Notes
due August 1, 2001 and $100 million of its Forty Year 9%
Debentures due August 1, 2031. Net proceeds of these
offerings were used to repay short-term debt and for
general corporate purposes. In October 1992, $300 million
of New York Telephone's Five Year 9%% Notes and
$200 million of New England Telephone's Five Year 91t2%
Notes will mature. The telephone subsidiaries may refinance
this debt with short-term borrowings or long-term debt.
New York Telephone and New England Telephone each
have an additional $300 million of unissued debt securities
registered with the Securities and Exchange Commission
(the "SEC").

NYNEX Capital Funding Company issued $31 million
of medium-term debt in 1991 used to finance real-estate
projects. NYNEX Capital Funding Company has an addi
tional $209 million in unissued medium-term debt securities
registered with the SEC. Adqitionally in 1991, NYNEX
Credit Company issued $94 million of medium-term notes
to finance investments in certain assets.

Beginning in 1990 and throughout 1991, NYNEX issued new
shares of common stock associated with employee savings
plans and the Dividend Reinvestment and Stock Purchase
Plan. This increased the equity component of NYNEX's
capital structure by approximately $260 million in 1991 and
$130 million in 1990. At December 31,1991, NYNEX's capital
structure consisted of 47.3% debt and 52.7% equity, compared
with 47.2% debt and 52.8% equity at December 31, 1990.

In 1991, certain independent bond rating agencies lowered
their rating on the debentures of New England Telephone.
The rating of NYNEX and New York Telephone debentures
were reaffirmed at current levels. Although Management
cannot predict that the bond ratings will remain at current
levels, Management believes that the bond ratings of NYNEX,
New York Telephone and New England Telephone will remain
at a level that is indicative of strong credit support for timely
principal and interest payments in the foreseeable future.



The following table sets forth the Plans' funded status
and amounts recognued In the consolidated balance
sheets:

The asswnptions used to determine the projected benefit
obligation as of December 31, 1991 and 1990 include a
discount rate of 8.5" and an increase of 4.0~ to 5.5~ in
futun! compensAtion levels. in each year. The expected
long-term rate of return on pension fund assets used to
calculate pension expense was 8.5" in 1991 and 1990 and
8o/c in 1989, From time to time. the Plans have been
amended to increase the level of plan benefits. The aetu
anal projections included herein anticipate similar action
11\ the future.

In April 1991, NY!'I'EX offft!d a voluntuy DWUlgement
early retirement program. The LUlpact on the projected
benefit obligation was not significant. In September 1991,
as part of agreements JUched between NYNEX and its
unions extending coUective bargaining agreements
through August 5,1995, NYNEX amended its norunan
agement pension plan to provide an early retirement
11\centive, which increued the projected benefit obliga
tion by 5491.8 million, of which 5150.0 million was ex
pensed and 5341.8 million was deterred. The expeNe
associated with the norunanagement early retin!ment
11\centive was included in the charps for force reduction
programs in the fourth quarter of 1991 (see Orguuza
bonal Restructuring included in ManAgement's DiJcus.
sion and Analysis ot FiNnciaJ Condition and Results ot
Operations). MANgmlent anticipates future recovery ot
these deterred costs through the rate-JN.king process.

In January 1992, NYNEX announced that INJ\lgemertt
employees who leave NYNEX under the Force ManAge
ment Plan during 1992 and are at least 21 years old with
at leISt one year ot service u of December 26, 1991 may
elect to receive their NYNEX ManAgement Pension Plan
benefit in a Iwnp sum distribution. or as a monthly annu-

ltv begiruung when they leave NYNEX. In addition.
employees who are not yet eligible tor a service pension
retain the eX1Stlng option ot waiting until retirement age
before receJving theU' pension benefit.

Dunng 1990, the projected benefit obligation increased bv
5128.5 million tor the 1989 early retuement plans for
management and norunanagement employees. of whIch
573,2 million was expensed and 555.3 million was de
ferred. Management anticipates future recovery of these
deferred costs through the rate-making process.

PH OIlIer n.. P .

NYNEX provides certain health care and life insurance
benefits for retirId employees and their families. Substan
tially aU ot NYNEX's employees may become eligible for
these benefits if they reach pension eligibility while
working for NYNEX. Most ot the benefits are provided
through an insurance company whose premiums are
funded as benefits are pAid. Total costs ot providing
benefits for retin!d employees and their families wen
5153.9,5133.8 and 5117.5 million in 1991, 1990 and 1989,
respectively.

In September 1991, under the provisions of the Omnibus
Budget Reconc:ihation Act of 1990, a portion of excess
pension assets totalling 5133 million were transterTed
from the two NYNEX pension plans to health care benefit
accounts established within the respective pension plans
for reimbursement ot retin!e health care benefits paid by
NYNEX during the 1990 tax yeu. NYNEX then estab
lished and made contributions to two separate Voluntary
Employees' Beneficiary AsIociation Trusts ("VEBA
Trusts"). one tor INJ\Igement and the other for non
mlNgfment. in amounts equal to the excess pension
assets transferTed. The VEBA Trusts were established to
begin pntuncling postretimnent health care benefits. In
December 1991, additional excess pension assets totalling
5148 million were transferred from the NYNEX pension
plans to health care benefit accounts within the pensJon
plu\s for reimbursement of 1991 Jetiree health can ben
efits. NYNEX also INde contributions to the VEBA Trusts
11\ amounts equal to the excess pension assets transterTed
11\ December 1991. The transfer ot the excess pension
assets and the establishment of the VEBA Trusts had an
U\Signiiicant impact on NYNEX's results ot operations
and financiaJ position.

In December 1990, the FASB iIIued Statement of F'UW\ciAl
Accounting StancWds No. 106, "Employe'S' Accounting
for Postm:irelnent Benetitl Other llwt Pensions" ("State
ment No. 106"). Adoption of this standard is requiftd by
NYNEX no later than January 1, 1993. Statement No. 106
will change the current practice of accounting for
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nonpension retirement benefits from recognizing costs
as benefits are paid to acCNing the expected cost ot
provldU'lg these benefits dunng an employee's working
life. upon adoption ot Statement No. 106. companies
will be reqwred to recognize the liability to current and
retired employees either immediately or over a period
not to exceed 20 years.

Management IS cummtly evalUAting the financial account
illS unpact of this accounting standard. Initial estimates
Illdlcate that the related annual expense. assuming 2O-year

amortlZation, will increase by approximately two to three
times above the pro,ected 1993 expeNe levels. and the
Initial unfunded accumulated postmlmnent benefit
obligaaon will be in the range of approxunately $3.5 billion
to $5.0 billion at adoption. A substantial poraon ot the
inaease would be related to the telephone subsidianes.
which are subject to rate regulation. Management IS unable
to prectict with any certainty what effects the future regula
tory enVU'onment may have on the ultimate finanaal
impact ot the new standard.

~""'''''I,..... Net

The components ot property, plant and equipment-net are IS follows:

......
Bw1chnSS
Outlld••mal andW\d~ ladlititl
Other telephone eqwpment
Fununue and offic. eqwpment
Clp1l1lla11S

Total deprec.able proPfttY, plant and eqwpment

Add: Land
Plant under collltNetlon

TOllI plOPfttY. plantlnd eqwplMftt-net •

S 2.405.8
10.998.5
14.816.9
U~.7

2.54.7
29.584.6
10.786.5'

18.798.1
148.1
782.7

S 19.728,9

Interest rates and maturities onlong-tt!m\ debt outstanding are as follows

........ • -
3~C;: _-1.'~ 199>02006 S 740.0

b:--: -Q~, 2007-2014 1.075.0
4C7; _~L,·-. 1993-2006 670.0

o~c-·~·. 2007-2018 1.805.0
8...·- -~ ... 2023-2031 1.2.50.0
8~c 2010 150.0

2029 350.0
b~ I. 1993-2008 7654

186.3
146.3)

S 6.9454

R.fundlng Monglp Bonds

,,"ate

Oth.r
L:namomzed dilccNnt-Mt

TOllllongotmll debt
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';\c:-- 'n;, ~~'f:_':orcany ,:,tfered a voluntary management earLy retirement
L.:. =q'.'31~" ;""11-' :rrca::t:.r, tn(?pr,)jected benefit obLigation.lAJ~s not
: ::r- t .:Y't" ~r'l '.:::t,:.c'~r l'N1, 0:: part of agreements ratlfled by the Company
3nd.it: r'··••,: extending ::':,llecti.,e bargairnng ag.reements untiL August 5,
. N" -.~ ._·~(t:'.=tive Bargaining Agreement in ManagelTl@nt's Discussion and
·Ir 1-) l·:; ::. t ~e SU Lt S ':' f 1:108 rat ions), NYNEX amended its nonmanagement pension
;::, an t:· cr:,,/iC1€ -3n early retirement incentive, :Nhich increased the projected
Denef~t ,:clig-3ti,:-n 8Y i113.4 miLLion, of which $~4.2 mHlion was expensed and
37';;. 2 m~ Ll i ':0(1 ....;-35 deferred. The expense assac i ated wi th the nonmanagement
e-3r Ly ret "<-:'ment . i ncent i ve,,,,as incLuded in the charges for force reduction
pr':'9 r -3lT1S : n the tOLJrth qud~ter oT 1991 (see Organi zat i ona L Restructuri ng

n:::l'...lded "l .·lanagement's [llScusslon and AnaLysls of Results of Operatlons).

The C':(ff)any has di scussed~ith its regulators a pLan to recover deferred
pensi':fi c,:,sts through the rate-making process. (s@e Postretirement 8enefits
,:'ther Than f='er,s ions be Low) •

e,:.stretirement Benefits ,:'ther Than Pensions

The Company provideS certain heaLth care and life insurance benefits for
retir~d empLoyees and their famiLies. SubstantialLy aLL of th@ Company's
empLoyees may become eLigible for these benefits if they rea~h pension
eLigibi~ity whiLe working for.the C~any. Total costs of providing b~nef;ts
for retlred errpLoyees and thelr famlL'es \,.Jere $63.7 , $50.8 and $44.2 mlLLlon
in 1992, 1991 and 1990, respectiveLy.

DLJring.1'~2.and 19911' Ul}der the pr9visions of the Omnibus Budget .
ReconC1LlatlOrl Act of 1990, a portlon of e~cess pension assets, totaLLlng
$205 and $281 miLLion, respectiv@Ly, was trans1err~d from th~ two NYNEX
pension pLans to heaLth care ben~fit accounts established ~ith;n the
respective pension pLans. Th@ fUf"\ds wen~ used for reimbursement of retiree
health care benefits paid by N.YNEX durin; the 1992, 1991 and 1990 t3~ ¥~~rs
'Jf t.Jhich $58, $42 ard $38 million, reSPt!cti.,v@Ly,repres@.n.tedbenefitsPi,."?by
the COO"Cany. In 1sq1, NVNEX estaclished two seoarate VoLuntary El'l'4:lloy@t!s
'3enefi dory A5soci.tion Trustl ("VE8A Trusts"), one for mana;etnf!nt and tne
other.tor nonmant;ementl~to. begin pr.efundin9. POstretir~ment "t.lth care
benef1ts. In 1991 and 1991, fmQUnts equaL to the excess pens~~ Issets
transferred were contributed to the VEBA Trusts. Tht assets in the VEBA
Trust$ coos;st prim.rily of ,~ity securities and fixed i",come secW"ittes.
The transfer af excess pension IS$@t$ and th~ establishment of the VEBA
Trusts nod an insignificant irroact on the COnyjany's results of oo,rat;ons iU"ld
fi nand a L 005 it; 0f'1.

rh~ Company lAJ;lL adoPt Stat~nt of Financial Accounting Stl"dardt No. 106,
"EJTployers Acc·,unt i,.,g for Post ret ; r~rnent eeneti ts Otl'ulr Tnan Pension,"
("Statement No. 1~0l) eftec:tive January, 1# 1993.. Stltcttnlf'\t No. 106 will
Chang8 the curl"'ent pract H:e" of account ,n9 for POstr4tt; rement benefits from
·ec~izing C()sts as l?enefit, are paid to accruing the e)(Ottcted cost of.
pr,jv1d1ng these. beneTlts dur'\ng an eflljlo)lfte's working life., Uoon adoPt1on ,:)'f
Stat~t No. 106, the Comcany int~nd$ to recognize tn. transition obligation
for :",et -; red errpl::;.yees and thf! @arnfl!d port ion tor act ive '"'Ploy.,!! over a
2(I-Yl':'3r p.er;':·d. It is estimat.@o that 1'~3 annua-l cost Ul"\der-
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NOTES TO FINANCIAL STATEr'1ENTS (continued)

Statement No. 1~ will be $135 million, an incremental cost increase of
approximately $65 million over the current methodology, and the initial
unfunded accumulated postretirement benefit obl;gation wiLL be $850 million.
Arrortization of the initial unfunded transition obligation f together with the
,)ngoin~ annuaL expense recognized under Statement No. 106 ln excess at costs
recDgnlzed under the current methodology, will be offset by the effect of
actuarial assumption changes made under Statement of FinanciaL Accounting
Stardards No. 87, "Errployers' Accounting for Pensions" ("Statement No. 87").

The Ccmpany has ciscussed an accounting plan with reguLatory commissions in
each of the states in which it operates for the intrastate r~guLatory
accounting and rate-making treatment or pensions and other postretirement
benefits. The accc~nting plan alLows for the immediate adoption of
Statement No. 106 and Statement No. 87 on a revenue requirement neutraL
basis" provides for the alOOrt;zation of existing deferred pension costs
:~ithin a ten-year period and eLiminates the need for additionaL deferrals of
Statement No. 87 and Statement No. 106 costs~ This plan wiLL be impL,ment.d
fo\ the States of.Massachusetts and V@~~)nt( but it~ statu~ in the States of
Malne, New Hampshire and Rhade Island 15 stlll pendlng. Wlth ~espe~t to
interstate treat~nt, the FCC reLeased an order in January 1993 stating that
costs recogni zed under State~nt No. 106 are not exogenous costs and,
therefore, 00 rJ<Jt ~Jarrant an upward rate adjlJ!Stment under price caps at this
tirTl(~. f\'lanagement is unabLe tl') predict ,.Jith any certainty what effects the
future reg..JLatory env;r,)nmer,t mey hJve)n the uLtimate financiaL impact af
the new standard.

F'os terrp loyment Benef its

In ~)vembP.r 19i2, the FAS6 ;ssuerl Statement Qf Financial Acc~nting Standards
No. 112, "Errployers' Acccunt; rig Tor Poste~Loyment Benef its" ("Stit~ment NO.
112"). The Carpany ;s r@~ired to adopt this standard n¢ lat~r th¥\ January
1, 1·~~4. Statement ~J. 112 a~l;es to postemployment benefits provided to
tr)rmer or inactiVl! e~LoyeteS~ their ben"ficiaries,
~nd covered dependents ~fter empLoy~nt but before retirement.
Statement No. 112 will chi1n~ the COJ1l)any's current method of accOYnting for
PostemoloYm@.ntbeneT.1tsfromacombinationofrecognizingcosts as benefits
are paid ard accruing them uoon term;nation.of employment to accruing th@
expected costs of Drov;ding these benefits it certain condition$ are ~t~

In the year .,f acbpt ;Qn, the ini t i a L effect r,t Stft,,","t No, 112 should be
re:r:ogni led ilT'l'll€di at~Ly and repol'ted as an account 1ng change. Mtn~nt ; s
cl,Jrrent l'l eva Luat i ng the financi at iITQ4ct 01 thi s aeeount in9 st.ndi.,.d; the
~ffect CIt Statement No. 112 on t he Company' 5 results 01 operations and
financial p,~ition has not y~t been determined. It has not y.t be~
d~t~rm;ned \,Jhether the regulatory a4JthQr; ties wi Ll D@r""h ~ti:..tion of th~
transition annJrlt and whettlf!r the transition amount wHl be ~ccovnted tor in
':cerating expens@s. Manage~nt;s unabLe to oredict witn any certainty what
;ffe:ts thf! future re<;ulat,:)ry environment may have on the finan.e1.t i~act of
th~s standar-d.
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NOTES TO CONSOlIOATED FINANCIAL 3TATEMENTS (Continued)

F"Jstrctirement Benefits ut'ler Than F'ensions

The CCfflPany provides certai~ health care and Life insurance benefits for
retired errployees and their families. Substantially alL of the COnY;)any's
errpLoyees may become eligibLe for- these benefits if they reach pension
eLigibiLity whiLe working for tht: CC>fIl)any. -:"otal costs of providing benef:its
for approximateLy 39,,9OCl retired errpLoyees and their families 1.lere $119.6,
S91.6 and 568.1 mi l Lion in 1992, 1991 and ~1'i90, respectiveLy.

[Juring 1992 and 1991, under the provisions ot the Ormibus 8lJdget
Reconci Liatictfl Act of 1'-.;.90, a portion of excess pe:1sion assets, totaLL ing
5205 milLictfl and $281 million, respectiveLy, were transferred from the two
NYNEX pensi'Jn pLans to heaLth·care benefit accounts estabLished within the
respective pension plans. The funds were used for reimbursement of retiree
health care benefits paid by NYNEX during the 1992, 1991, and 1990 tax years,
of '>Jhich $1C.l8 mi Ll ion, $76 mi II ion and $69 mi Ll ion, respectiveLy, represf!fl'=ed
benefits paid by the C~any. In 1991 4 NYNEX estaoLished two separate .
VoLuntary Errvloyees' 8er,~ficiary ASSOclat;on Trusts ("VE8A Trusts"), one for
management and the other for nonmanagementA and contributed amoynts equal to
the ex:ess pension assets transferred. The VEBA trusts were estabLished to
begin prefunding postretirement heaLth care benefits. The assets in the VESA
trusts clJnsist primariLy of eQuity securities and fixed income securities.
The transfer of excess pension assets and the estabLishment of the VESA
Trusts had an insignificant impact on the Company's results of operations and
financial position.

The Carpany \,JiL~ a@t Statement of FinanciaL Accounting Standards No. 106,
"Errployers' Accounting for Postretirement 8enefits Other Tnan Pensions"
("State~nt No. 106") effective January 1, 1993. Statemfmt No. 106 wi Ll
change the current practice of accounting for POstretirem.ent benefits from
rec lJ9Mizing costs as benefits are paid to accruing the expected cost of
p rOV 1ding these ben~fits during an employee's working life. Upon adoption of
Statement No. 1t)6, the Company intends to recognize the transition obligation
f·)r retired enl:)loyelts and the earned portion for active eOl)loyees over a
20-year period. It is estimated th~t 1993 anru..taL cost under Statement No.
106 '..JiLL be $250 ."HL;or\ and the initiaL lJnfunded aCCUl'I'l.JLasted postretirement
benefit ·~Ligat~~will be $1.6 biLLion. Am)rtization of the initiaL
unfU~d transitiOf"i obligation, ~og~ther with the ongoing anr:uaL expense
r{~C'jQn12ed ur~r Statement No. 106 ln excess of costs recognized under the
:wrr-ent ~thmltjQy, foj; l L be offset by actuari al assul'I\')t ion charges made
under Statement of Financi a L Account i ng Standards N~. 87, "Enl:: Loyers I

Ac;::clljnting f,)r Pensions" C'State~nt N~I. 87":1.
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.(\J5~1~~~)ATE[) FINANCIAL STATEMENTS (Continued)

w· '_,p_~r 1~, ;':""..;2, ~hf' (':Il1"C. ~y submitted an accounting pLan to the NYSPSC
~ ::- r'--" r~gljLaL"Y ac:c:ounting and rate mak;ng treatment of pensions and other
o<:·stl~'Cirf'me'lt benefits. The accounting pLan aLLows for the ;nvnediate
:lQ:cti,:on .:,,c Statement 01<:,. 1U6 and Statement No. 87 on a revenue requirement
neuudl.c-3?ls, 8r·:·vi~s f.:,r.the amort~~~tion of existing defer~e9 pension
'::':'St5·.1 th-,n a ten-year per10d and eL lmlnates the ne~d for adci1t1onal
dP.ferrals ,:,f Statement No. lekS and Statement No. 87 costs. This matter' is
oending. '..Jith respect to interstate treatment" the FCC released an order in
Jaruary 1';.0:;3 stating that costs recognized under Statement No. 106 are not
ex()gerll~s costs and, therefore, do not '..-Jar-rant an upward rate adjustment
under orice caos at this time. r1anagelTlE!nt is unabLe to predict with any
certainty ',rJhat effects the future reguLatory envi ronment ma:t have on the
uLtimate financiaL irrtJact 'Jf the new standard.

PosterrpLoyment Benefits

In November 1992 1 the FASe issued Statement of Financi~L Accounting Standards
No. 112 1 "ErrpLoyers' Accounting for Poste~LOYrTlf!nt Benefits" ("Statement No.
112~1). -The Carpany is re~ired to adopt this standard no Later than January
1, 1994. Statement No. 112 appLies to oostempLoyment benefits provided to
former or inactive employees, their beneficiaries, and covered dependents
after empLoyment but before rp.tirement~ Statement No. 112 wilL change the
Company's current method of accounting for POstemployment benefits from a
combination of r~cognizing costs as benefits are paid and accruing them upon
termination of empLoyment to accruing the expected costs of providing these
benefits if certain conditions are met.

In the year of acbotion the initial effect ()f Statement No. 112 shouLd be
recognized immediateLy and reported as an account1ng change. Man~9@ment is
currentLy evaLuating the financiaL impact 01 this account1ng standard; the
effect of Statement 112 on thE! COfT'Pany's resuLts of operations and financiaL
positiQn has not yt:t beer'! determined. It has not yet b~en determ,ned whether
the regulatory authorities wilL permit amortization of the transition amount
and '..,hether the- trat"\sition aroount wi LL be accounted Tor in operating
expenses. i"-lan~9~ment is unable to predi ct wi th any certaint}l what effects
the futurf: regulatory ~nvironment may r,av~ ':'1'"\ the financ;;aL impact of this
standard.
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RETIREE HEALTH PLANS (PRE-65~

Feature

• Type Of Plan

- Comprehensive
options

Management Plan *
• Active comprehensive

Options
- $4,000/$8,000 deductible,

700/0 coinsurance,
$7,000/$10,000 stop-loss

- $600/$1,200 deductible,
80% coinsurance,
$1,800/$3,000 stop-loss

- $350/&$700 deductible,
80% coinsurance,
$1,400/$2,800 stop-loss

Non-Management Plan

• Active basic plus major
medical

* Applies to Management employees with Pension Effective Date on or after 7/2/85 ~ all other Management
retirees are covered under the provisions shown for the Non-Management Plan.


